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ABSTRACT 
	  
The nascent Patient Centered Medical Home (PCMH) model hopes to refocus the efforts 
of primary care on the ideals of whole person orientation, greater access, and coordination of 
care across the healthcare system, with an eye toward better outcomes at a lower cost. Published 
industry reports showed impressive results in cost reduction and quality gains from early PCMH 
efforts. The Patient Protection and Affordable Care Act of 2010 (ACA) has made the 
advancement of primary care and the PCMH model a top policy priority through the 
establishment of Accountable Care Organizations (ACOs) (Berenson, Devers, & Burton, 2011; 
Mielsen, Langner, Zema, Hacker, & Grundy, 2012). The ideals of PCMH are important to the 
success of ACOs.  
A confluence of factors threatens the full integration of the broad PCMH principles. Most 
primary care across the country is still provided in small, independent practices (Hing & Burt, 
2007; Isaacs & Jellinek, 2012), but that is rapidly changing as hospital systems purchase these 
practices and employ the physicians. These primary care practices generally are not Medical 
Homes when they are purchased by hospitals (Rittenhouse et al., 2011). If the PCMH model of 
care is to be widely implemented, it will have to be done by the hospitals buying these primary 
care practices. When the PCMH model reduces cost, it generally does so at the expense of 
hospitals, and hospitals are already facing increasing pressure on their finances. These hospitals 
are faced with the ethical challenge of making sense of how, when, and how deeply to implement 
the PCMH model to protect the financial integrity of their organizations. Hospital leaders will 
use the recently published Pioneer ACO data to guide their decisions. That data indicate that only 
one third of the thirty two ACO vanguards were able to show financial gain in the first year 
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despite years of preparation and heavy investment in infrastructure.  Hospital leaders evaluating 
these outcomes will increasingly question the financial wisdom of full PCMH implementation.  
Broad implementation of the PCMH model of care will be challenging if hospital leaders 
lack a straight forward business case for doing so, and if hospital and physician leaders are 
resistant to change due to their cultures and past leadership approaches.  The full promise of 
PCMH will not be realized unless hospital leaders change their leadership mental model from 
protection of the status quo to a bold re-conceptualization of what it means to be stewards of the 
community’s healthcare resources. Physician leadership is critical to this process, and the 
Values-Based leadership model will help achieve this objective. None of this will happen 
without significant reform of the U.S. healthcare financing system.  
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CHAPTER I 
BACKGROUND 
 
The United States (U.S.) healthcare system is in crisis. The U.S. spends more than any 
other industrialized nation, and achieves overall results that are suboptimal (Squires, 2012). It 
ranks last in preventable deaths among 19 Organizations for Economic Cooperation and 
Development (OECD) countries (Nolte & McKee, 2008). There is a strong inverse relationship 
between the cost of care and quality outcomes (Jencks, Huff, & Cuerdon, 2003). Thirty percent 
of what is spent on healthcare is thought to be waste, and there is regional variation within the 
U.S. with some counties spending $17,000 per year on the average Medicare patient, while 
others are spending less than $7,000 per year and getting better results (Reflections on 
Variations, 2013). It is imperative to find a way of increasing the value of healthcare by 
providing better access to appropriate care, and quality at a lower cost.  
Accountable Care Organizations 
The Affordable Care Act (ACA) legislated the creation of Accountable Care 
Organizations (ACOs) as a vehicle to decrease cost while increasing quality. The overall goal of 
ACOs is to reduce costs through better preventative care and disease management, care 
coordination, and the development of infrastructure to meet the cost and quality targets 
established by the Department of Health and Human Services (HHS). ACOs that meet the targets 
receive a financial bonus in the form of shared savings. In essence, hospital systems that are 
deemed as ACOs can receive a portion of the money they do not receive in the form of billable 
charges. Reinventing primary care around the precepts of Patient Centered Medical Home 
(PCMH) is thought to provide the vehicle to achieve needed results in the U.S. healthcare 
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system, particularly as it pertains to ACO activity (McGeeney, 2012). The concepts of PCMH 
and ACOs are tightly bound, as both endeavor to improve outcomes, and not drive volume. The 
success of ACOs is highly dependent on the success of the PCMH model.  
Patient Centered Medical Home 
The PCMH is not new. It was originally introduced by the American Academy of 
Pediatrics in 1967 as a means to describe a single source of information about a “high needs” 
patient, but expanded to include ideas around a partnership approach to care with the patient’s 
family (Robert Graham Center, 2007). The Institute of Medicine (IOM) embraced the precepts of 
PCMH (whole person orientation, greater access to care, and coordination of care across the 
healthcare system) in the 1990s when “medical home” was specifically mentioned (Institute of 
Medicine, 1996). In 2002, leaders from seven national family medicine organizations undertook 
an effort to develop a strategy to transform the discipline of family medicine to meet patients’ 
needs in the changing healthcare landscape. Through that effort, the precepts of PCMH were 
defined from the perspective of family medicine through the development of the Joint Principles 
(Lapp, 2004). Medical home definitions vary, but all represent an ideal state of primary care that 
has gained support from stakeholders including employers, health plans, professional societies, 
and government agencies (Homer et al., 2008). Federal health reform has made advancing 
primary care and the PCMH model a top health policy priority (Berensen et al., 2011).   
There is no common definition of medical home, and medical home continues to be 
defined by health policy scholars, health plans, and healthcare leaders. This lack of agreement of 
what PCMH actually is can be seen as an indication that there is insufficient evidence of what 
actually works in the model (Berensen et al., 2011). There are dozens of survey instruments that 
are currently used to determine whether practices meet a set of standards to be considered a 
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medical home. No single standard exists, and there are several prominent national accrediting 
agencies. The tenets of PCMH as described in four of the more prevalent definitions are 
represented in Table 1.1.  
The purpose of this paper is to review PCMH literature to consider what is working and 
to what extent, and to outline the evolving factors that threaten broad PCMH adoption. Values-
Based leadership principles should be adopted as a new mental model.  Disruptive change in how 
healthcare is financed should also occur to relieve the pressure hospital systems currently face to 
do more of whatever is profitable instead of what is best for patient care quality, cost, and 
experience.  
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TABLE 1.1 
VARIOUS PCMH DEFINITIONS 
	  
JOINT	  PRINCIPLES
(approved	  in	  2007	  by	  major	  
primary	  care	  professional	  
organizations):
Accessible
Accountable
Comprehensive
Integrated
Patient	  Centered
Safe
Scientifically	  Valid
Satisfying	  to	  Doctors	  &	  Patients
Patient	  Centered	  &	  
Relationship	  Based
Comprehensive
Coordinated
System	  Based	  Approach
Expanded	  Access
STANDARDS:
Access	  &	  Communication
Patient	  tracking	  and	  registry	  
function
Care	  Management
Electronic	  Prescribing
Test	  Tracking
Referral	  Tracking
Performance	  reporting
Advanced	  electronic	  
communications
Personal	  Physician
Physician	  Directed	  Practice
Whole	  Person	  Orientation
Coordinated\Integrated	  Care
Quality	  &	  Safety
Enhanced	  Access
Enhanced	  Pmt	  to	  PCMH	  
Practices
How	  do	  these	  theories	  translate	  into	  everyday	  practice,	  and	  what	  barriers	  exist?	  
Note: Various PCMH Definitions created by Flattery (2013)	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CHAPTER IITTUREEVIEW 
REVIEW OF LITERATURE 
 
The Patient Centered Primary Care Collaborative (PCPCC), an organization established 
to promote PCMH, published a review of literature in 2012 declaring that the data clearly and 
compellingly show that PCMH is a grand success (Mielsen et al., 2012). In the same general 
time frame, Peikes, Zutshi, Genevro, Parchman, and Meyers (2012) published a review of the 
literature and concluded that most of the published studies to date lack the rigor to be conclusive, 
and Berenson et al. (2011) wrote that there are too few good studies to conclude that PCMH is an 
early success. This chapter will review the Mielsen et al. study which says the medical home 
model is clearly efficacious, and will review the studies by Peikes et al. and Berenson et al. 
which offer a contrary opinion. It will also review studies indicating how broadly the medical 
home model is implemented.  
Medical Home Model is Effective 
Mielsen et al. (2012), at the request of the PCPCC, reviewed 34 recently published 
reports and articles, including 30 common industry reports, and 4 articles published in peer-
reviewed journals. While both industry reports and peer-reviewed journals are informative, they 
serve different purposes. Industry reports use proprietary business practices and actuarial tools to 
evaluate a program’s impact on their bottom line. The peer-reviewed articles generally build a 
body of knowledge over time that can be generalized to a broader perspective.  
A sampling of the industry reports shows impressive results in cost reduction and health 
outcomes. Table 2.1 summarizes several of these reports demonstrating the potential of the 
PCMH model of care.  
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TABLE 2.1 
SUMMARY OF OUTCOMES 
Initiative Cost Savings or 
Acute Care Outcome 
Health or 
Quality Outcome 
Alaska Native Medical 
Center (Mielsen et al., 2012) 
 
• 50% reduction in 
urgent care and ER 
utilization 
• 53% reduction in 
hospital admissions 
• 65% reduction in usage 
of specialists 
 
 
BCBS of California ACO 
Pilot (Mielsen et al., 2012) 
• 15% fewer hospital 
readmissions 
• 15% fewer inpatient 
hospital stays 
• 50% fewer inpatient 
stays of 20 days or 
more 
• Overall health care 
cost savings of $15.5M 
 
 
Colorado Medicaid and 
SCHIP (Takach, 2011) 
• $215 cost reduction per 
child per year 
• Increased provider 
participation in CHIP 
program 
• Increased well visits 
for children 
 
CareFirst BCBS       
(Mielsen et al., 2012) 
 
• 4.2% reduction in 
expected healthcare 
costs 
• $40M savings in 2011 
 
 
BCBS of Michigan  (Mielsen 
et al., 2012) 
 
• 13.5% fewer ED visits 
among children 
• 17% lower ambulatory 
care sensitive inpatient 
admissions 
• 6% lower 30 day 
readmission rates 
• 60% better access to 
care 
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Note:  Summary of Outcomes created by Flattery (2013) 
Initiative Cost Savings or  
Acute Care Outcome 
Health or  
Quality Outcome 
BCBS of New Jersey 
(Mielsen et al., 2012) 
• 10% lower costs 
• 26% fewer ED visits 
• 25% fewer hospital 
readmissions 
• 5% increase in use of 
generic prescriptions 
Better diabetes care: 
• 8% improvement in 
HbA1c levels 
• 31% increase in ability 
to effectively self-
manage blood sugar 
 
Capital District Physicians’ 
Health Plan (CDPHP, 2011) 
• 24% lower hospital 
admissions 
• 9% lower overall 
medical cost increases 
• $32 savings PMPM 
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Peer-Reviewed Articles in PCPCC Report 
There were four studies cited in the PCPCC report that were published in peer-reviewed 
journals. Two of these studies warrant deeper analysis. 
Steiner et al. (2008) published analysis of a partnership between North Carolina Medicaid 
and primary care physicians throughout North Carolina (N.C.) in the Annals of Family Medicine. 
Community Care of North Carolina (CCNC) is described as a grass roots effort by practicing 
physicians and policy makers to address the challenges inherent in the N.C. healthcare system. 
The Medical Home is described as being important to the effort, although the CCNC practices 
did not meet all of the functions of a medical home as described at the national level. Each 
patient was linked to a primary care physician, extended access was provided through 24 hour 
call, case managers were deployed, and community linkages were made between social services, 
health departments, and local hospitals. Consistent quality measures were implemented 
throughout CCNC. Practice redesign elements commonly described as part of the PCMH model 
of care were not deployed. Nearly 80% of N.C.’s Medicaid population is managed through a 
CCNC participating practice. The Mercer Group of Atlanta Georgia was hired to objectively 
measure cost savings attributable to the CCNC efforts. They did so by modeling expected costs 
based on historical run rates against actual costs incurred. Conservative modeling suggested that 
N.C. saved $60M in fiscal year 2003 with annual savings increasing to $161M annually. The 
largest portion of these savings was achieved by reducing emergency department utilization by 
23% (Steiner et al., 2008).   
Quality measures attained by CCNC were also impressive. One of the first areas of focus 
was asthma control. Chart audits showed a 21% increase in asthma staging, and a more than 
100% increase in the number of asthmatic patients receiving influenza vaccines. Hospitalization 
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rates for children with asthma decreased 34% and were sustained at this level (Steiner et al., 
2008).   
Another peer-reviewed article cited in the PCPCC report was published in the Journal of 
Ambulatory Care Management by Phillips et al. (2011). The authors analyzed the Wellmed 
Medical Group in San Antonio, Texas. The group consisted of 21 primary care clinics with a 
long history of providing care using the concepts of PCMH. The group built a primary care 
based ACO using capitated payment models that provided payment on a per member per month 
basis regardless of services provided. They used this opportunity to invest in primary care 
infrastructure, and to use clinical data for quality improvement. Each site attained certification by 
the National Committee of Quality Assurance (NCQA) with an average score of 97%. Their 
model is most fully developed for the provision of care to Medicare Advantage patients, and the 
data from that group of more than 87,000 patients over a ten year period are the focus of the 
authors’ report.  
Wellmed did extremely well with process measures such as the percentage of patients 
who received preventive care, and achieved high marks for the compliance with published 
guidelines for the management of patients with diabetes and high blood pressure. There were no 
significant changes in emergency department visits, hospital admissions, or hospital readmission 
rates. There was no reduction in total cost of care from what might have been expected. The 
authors were unable to link process outcomes with specific medical home elements due to the 
variable implementation time table that was necessary for practice buy-in and support (Phillips et 
al., 2011). Wellmed did well in implementing processes of PCMH and achievement of NCQA 
recognition, but there is no evidence from the published data that these efforts contributed 
anything toward better patient outcomes or lower cost.  
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Medical Home Model is Unproven 
Other systematic reviews of quantitative PCMH evidence have led researchers to 
conclude that PCMH holds promise, but not to the extent that the PCPCC suggested in the 
Mielsen et al. report. Peikes et al. (2012) did a systematic review of literature published about 
PCMH initiates in the U.S. between the years 2000 and 2010. This review, commissioned by the 
Agency for Healthcare Research and Quality (AHRQ), reviewed nearly 500 quantitative studies. 
Their purpose was to balance the type of data reviewed above, the rapid cycle evaluations of 
components of the PCMH, with a deeper understanding of the complete model. Strong 
proponents of the PCMH model believe that the evaluations conducted to date provide ample 
evidence that the model works, and healthcare leaders should proceed with wide scale adoption 
of the model. The perspective of Peikes et al. (2012), and the AHRQ, is that a number of 
healthcare interventions have historically been shown to not be efficacious when they were 
evaluated using rigorous academic methods. With that in mind, the authors limited their review 
to interventions that included at least three of the five elements of the AHRQ definition of 
PCMH, and had ample statistical power to draw adequate conclusions. They reviewed the 
strength of the analytical methods used by the studies, and excluded weaker studies. Using these 
methods they included just fourteen of the five hundred evaluations they considered because they 
were the only ones that met their standard of academic rigor. The Community Care of North 
Carolina (CCNC) study was one of the twelve included, in part due to its wide scale 
implementation and large enough sample size to adequately detect impact.  
PCMH, by its very nature, involves the transformation of care to patients and a redesign 
of primary care practices. Because the definitions of PCMH are relatively new, and it takes time 
to design, implement, and evaluate interventions, Peikes et al. (2012) concluded that most studies 
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frequently cited in support of PCMH contain only some of the PCMH attributes and should be 
viewed as precursors of medical homes, not validation of the PCMH concept. For example, most 
interventions tested the addition of a patient care coordinator to a primary care practice, but not 
the transformation of that practice to encompass the broader tenants of PCMH. This led the 
authors to conclude that the evidence commonly cited on the PCMH is not PCMH, per se, but 
precursors to the medical home and need to be understood as such and not seen as proof of 
concept. A common theme that weakened the studies most often cited in support of the PCMH 
was an inability to measure the counterfactual. An evaluation that compares patient outcomes in 
forward thinking, progressive practices with patient outcomes in practices that had average 
performance at baseline may artificially make the intervention look more effective than it 
actually is. The studies have no way of measuring the impact of what actually happened and 
what would have happened in these progressive practices in the absence of medical home 
interventions.   
Applying this type of academic rigor, Peikes et al. (2012) found some promise with the 
PCMH model, but found the majority of evidence to be inconclusive. They suggested that more 
work is needed to guide decisions regarding this nascent model, including additional well-
designed and implemented evaluations. They also cautioned decision makers to consider the 
context of the current evaluations and suggested that findings on effectiveness with more wide 
spread PCMH implementation will differ if the full medical home model is implemented, and is 
done so with different practices, markets, and patients. Their review highlighted that there is a 
considerable risk that the PCMH interventions will fail to support the need of healthcare leaders 
and policy makers to have solid evidence to inform their thinking.   
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Another widely cited study by Friedberg, Lai, Hussey, and Schneider (2009) suggests 
that there is scant evidence in support of PCMH. The PCMH is an idealized state of primary care 
practice that requires a redesign of how the entire practice interfaces with the patient in order to 
achieve the desired results.  The authors reviewed published literature and closely reviewed six 
PCMH implementations, including the Community Care of North Carolina (CCNC) described 
above. Their full analysis suggests that most of the studies published on PCMH measure the 
output from one or two of the medial home components, but not the fuller medical home 
principles outlined in the various definitions described in Table 1.1. Many of these individual 
components, such as the coordination of care for chronically ill patients done inside the practice 
or through centralized resources, have been shown to have favorable effects on clinical 
outcomes, clinical processes, and quality of life for patients and physicians. These precursor 
studies of PCMH helped guide the current medical home definitions, but they do not necessarily 
predict the effects of robust PCMH interventions at the practice level.   
The most predictive studies come from evaluations of practice transformations that 
include multiple medical home components (Friedberg et al., 2009). Six interventions met the 
authors’ criteria for deeper analysis. Three of these interventions were done in practices that 
were part of large integrated delivery systems. The CCNC intervention was much broader than 
one delivery system by virtue of the fact that it encompasses the entire state of N.C., but there 
was a level of provider organization and support beyond the individual primary care practice.   
One true PCMH intervention, the Group Health Cooperative (GHC) based in Seattle, 
Washington, took place within wholly independent primary care practices, and the results were 
measured against a control group of practices and published in a peer-reviewed journal. This 
intervention very closely matched many, if not most, of the PCMH definitions. The qualitative 
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findings of this intervention suggest that the practice transformation has been challenging, and 
the physicians and staff have experienced change fatigue. Two other interventions that involved 
fewer of the practice transformation requirements to fully meet the PCMH definitions also report 
difficulties in changing the workflows of the physicians and nurses. Despite implementation 
challenges, the GHC intervention reported improvements in multiple facets of the patient 
experience. There was, however, no discernable effect on overall healthcare expenditures.  
In August 2011, the Urban Institute, a nonpartisan, nonprofit policy research organization 
published a review of current PCMH issues written by Berenson et al. (2011). The authors point 
to the multiple definitions of PCMH as a symptom that evidence is lacking about which practice 
capabilities and processes actually reduce cost and/or increase quality. Their review of the 
literature led them to conclude that there is a “paucity of good studies to permit a satisfactory 
assessment of what medical homes can achieve” (Berenson et al., 2011, p.8). Moreover, they 
caution that studies that document impressive success may be employing research designs that 
show efficacy of segmented approaches to PCMH in controlled settings, but do not show 
effectiveness of the model in more widespread application. For this reason, it may be difficult to 
broadly implement PCMH if leaders lack a straightforward business case, or if practices are 
resistant to change due to their cultures. There is a great deal of enthusiasm from the vanguards 
of PCMH, and the types of anecdotal success broadly published may be the result of self-
selection bias.  
Medical Home is Not Broadly Implemented 
Studies designed to gauge the extent of process implementation of the core functions of 
the Joint Principles outlined in Table 1.1 indicate that the rate of implementation is low across all 
types of practice settings (Rittenhouse et al., 2011). These studies demonstrate that the primary 
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care practices being consolidated by hospitals cannot be considered medical homes when they 
are purchased, and it will up to the hospitals to decide if, when, and how to implement PCMH. 
Figure 2.1 indicates that adoption is highest in larger groups consisting of 13 to 19 physicians. A 
strong correlation exits between practice size and level of medical home process adoption. While 
the adoption rate is still poor in large groups, it is significantly weaker in small groups.   
Overall, practices in this study earned 21.7% of the possible points for use of medical 
home processes outlined in the Joint Principles. This is very low traction for practices calling 
themselves medical homes. Larger practices have a much higher adoption rate than small 
practices, and small practices make up the majority of the total. 
 Another PCMH adoption study published by Goldberg and Kuzel (2009) found similar 
results. The researchers surveyed 342 family medicine practices in Virginia and scored the 
practices on the extent of implementation of the core features of PCMH as outlined by the Joint 
Principles. The sampling of practices was determined to closely mirror the population of Virginia 
practices. Eighty two percent of these practices are private practices, presumably without the 
ability to access resources and financial capital outside from what they are able to generate from 
professional fees. Ninety percent of the practices surveyed were groups of 9 or fewer providers. 
Only 1.2% of the practices surveyed implemented all of the six core features, and only 42.2% 
had implemented three of the six features. Regression analysis to determine the correlation 
between practice size and PCMH implementation and alignment found that large organizational 
size is strongly associated with greater alignment with the PCMH model. The data clearly show 
that many small practices have struggled with PCMH implementation and lack alignment with 
the tenants of medical home (Goldberg & Kuzel, 2009).   
	   	   15	  
	  
FIGURE 2.1 
DEGREEE OF IMPLEMENTATION BY PRACTICE SIZE 
Mean Medical Home Index Score, By Practice Size. 
Source: Rittenhouse (2011) 
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Most U.S. physicians do not practice in large practices. In 2007, 35% of patient visits 
were to solo practitioners, and 88% were to providers practicing in groups with nine or fewer 
physicians (Hing & Burt, 2007). There is a growing trend toward consolidation of these practices 
into large hospital systems. These practices, for the most part, have not deeply embedded the 
PCMH model into the practice they sell to the hospital, presenting a unique set of circumstances 
that threaten broader PCMH adoption.  
In summary, a review of the literature shows an ever-increasing interest in the concepts 
of medical home and its implementation. Industry reports show impressive utilization reductions, 
cost savings, and quality gains. While true academic research of widespread efficacy may be 
lacking, it is apparent that at least some components of PCMH, in certain circumstances and 
situations, deliver needed results. Physician practices need to be redesigned around the concepts 
of PCMH in order for the investment in PCMH infrastructure to make sense for patients and 
providers. The PCMH model of care is not deeply implemented in practices of any size, although 
larger practices have a greater degree of implementation than smaller practices. Future 
evaluations should consider the continual interplay between the abstract nature of the various 
PCMH definitions and the actual experience of implementations in real world healthcare 
settings. Practice redesign is a process of continual evolution, and should be evaluated as such. 
There is a dearth of information in the literature on PCMH implementation challenges and 
success. Nothing is published by, or about, hospital systems that addresses their concern about 
how, when, and how deeply to implement the PCMH model in consideration of their financial 
well being. 
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CHAPTER III  
CHALLENGES OF THE PATIENT-CENTERED MEDICAL HOME 
S Challenges of Patient-Centered 
 
Consolidation of Primary Care Practices 
 Physicians across the country are selling their independent primary care practices at a 
rapid rate (Gottlieb, 2013), and the majority of this consolidation is being done by hospitals 
(Kocher, 2011). In 2004, only 11% of a large physician recruiting firm’s search assignments 
were for hospital systems, which increased to 63% in 2012 (Ter Maat, 2013). Figure 3.1 shows 
the decrease of independent physicians over time. 
This increase is primarily due to the incentives provided health systems by the ACA to 
become ACOs (Ziskind, Ficery, & Fu, 2011). ACOs are structured to allow hospitals that 
become integrated delivery systems to accept capitated financial risk (Gottlieb, 2013), and 
primary care physicians and PCMH are key underpinnings to ACO success. Physicians are 
challenged to implement PCMH without the financial support from hospital systems.  
Another factor driving the consolidation of practices is the value primary care physicians 
bring to hospitals relative to their specialty colleagues. A recent survey of 3,000 hospital chief 
financial officers suggests that primary care physicians are driving more hospital revenue per 
doctor than any other specialty. Moreover, since 2002, the value to hospitals from specialty 
physicians has decreased by 10%, while the value from primary care physicians has increased by 
23% (Merritt Hawkins, 2013), as illustrated in Figure 3.2. 
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FIGURE 3.1 
PRACTICE CONSOLIDATION INTO HOSPITALS 
	  
	    
Source: Ter Maat (2013) 
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FIGURE 3.2  
VALUE OF PRIMARY CARE TO HOSPITALS 
	  
	  
Source: The Physicians Foundation by Merritt Hawkins (2012) 
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 Doctors generally sell their practices to hospitals to escape the pressure on their incomes 
due to declining reimbursements, higher paperwork burden, and increased need for expensive 
investment in things such as electronic medical records (Boyer, 2013; The Physicians 
Foundation by Merritt Hawkins, 2012). Physicians in private practice look at the challenges of 
the ACA and the advent of ACOs, and the associated need for evolution toward the PCMH 
model of care, and wonder how they can best position themselves financially (Boyer, 2013). 
Signing the physician employment agreement is not the end of the process of integration, 
but the beginning of a journey that will require diligent leadership work by both parties. 
Employing physicians will require that hospital executives learn new leadership skills, especially 
since the physicians are coming from private practice (Rodak, 2011). Private practice afforded 
the physicians autonomy that will be altered by the employment relationship, and hospital 
leaders generally progressed to their positions of authority based on their ability to manage 
hospitals, not doctors. Hospital leaders will need to truly integrate physicians into the hospital 
leadership and management structure, and realize the nature of shared success or failure. An 
employment relationship that began as a financial transaction needs to evolve to a partnership 
where the finances are secondary and the collective focus is on patient care and collective 
organizational success.   
 The consolidation of independent primary care practices into hospital systems creates 
uncertainly for the broad implementation of the principles of PCMH. Hospital systems almost 
universally feel financial pressures that will create concern about if, how, and when to adopt the 
PCMH model of care, and the acquired practices need a dramatic culture change and strong 
leadership from physicians that may not be present. Leadership from hospital executives and 
physicians needs to be purposeful and coordinated, and must grow with an eye toward the future 
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practice of medicine, not a desire to preserve the past. The principles of Values-Based leadership 
will be helpful in this process.  
Hospital System Financial Pressures 
 The hospital systems that are consolidating primary care practices are facing significant 
financial pressures. Moody’s Investors Service provides insight to investors on various 
industries, including hospitals.  Steingart and Nelson (2013) reviewed the top margin pressures 
facing not-for-profit hospitals and provided guidance that revenue growth would slow over the 
next several years. Moody’s downgraded the outlook for hospitals from stable to negative in 
November 2008, citing disruptions in the markets, declines in patient volumes, and the ailing 
economy. In 2011, hospitals were impacted when large state and federal budget deficits led to 
cuts in reimbursement, and the federal stimulus funding ended in June of that year. The negative 
outlook for 2013 forward is driven by increased revenue pressures and challenges associated 
with the transition to new healthcare delivery models, including ACOs (Steingart & Nelson, 
2013). Moody’s anticipates weak revenue growth due to pressure on commercial insurance rates, 
and continued declines of state and federal reimbursement. There is uncertainty about how well 
ACOs would benefit the early adopters who participated in the Pioneer ACO project (Steingart & 
Nelson, 2013). Adding to the financial pressure is ever increasing expenses due to pensions, 
capital investments, and general inflation (Steingart & Nelson, 2013).  
The American Hospital Association Annual Survey data published in 2012 indicates that 
28.3% of hospitals have a negative operating margin, and the aggregate margins generated from 
patient services was -0.2%. The total bottom line of hospitals, in aggregate, is lifted only by non-
operating gains (American Hospital Association, 2012). The pressure on hospital finances is 
significant, and hospital executives must adjust accordingly to protect their already depressed 
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finances. The heavy investment in physician practice acquisition and the infrastructure necessary 
to implement the PCMH model needed to achieve ACO shared savings leaves little room for trial 
and error.  
Pioneer ACO Results 
 When the Centers for Medicare and Medicaid Services (CMS) began the implementation 
of ACOs, they designed the Pioneer ACO model specifically for organizations with experience 
coordinating care and assuming financial risk. A total of thirty two sophisticated health systems 
were chosen to participate in the nascent ACO program with the hope that their experience 
would demonstrate for others a proof of concept and lead to broader adoption of the ACO model 
(Feigin Harris, 2013).   
The first year results of the Pioneer ACO project were reported in July 2013. Of the 32 
Pioneer ACOs, two lost $4 million, and only 13 of the 32 pioneer ACOs produced enough 
savings to be entitled to a portion of those savings. In aggregate, those 13 earned around $76 
million, or an average of under $6 million per ACO. It is estimated that starting an ACO could 
cost a hospital $11 million to $26 million in the first year (Gold, 2011). It is safe to assume that 
none of the Pioneers experienced a positive return on their investment, even at the low end of the 
estimate for first year cost. It should be noted that all 32 Pioneer ACOs met CMS requirements 
for reporting data, and showed better than benchmark quality results in risk adjusted readmission 
rates, hypertension control and cholesterol control for diabetics (Centers for Medicare & 
Medicaid Services, 2013).   
Nine of the 32 Pioneer ACOs did not produce savings and have notified CMS that they 
intend to leave the program. The fact that 60% of the Pioneer ACOs did not benefit financially 
by the arrangement, and 28% of the early adopters have opted out after the first year is 
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concerning since they were chosen by CMS for their demonstrated ability to coordinate care and 
manage risk. This either shows the difficulty for providers to succeed in this program, or poor 
judgment on the part of CMS in determining who was best suited to participate in the Pioneer 
program (Murphy, 2013). Systems faced with increased financial pressures on their meager 
financial margins are likely to be discouraged by the inability of organizations experienced in 
this model of care to produce a return on their investment.  
The Cost of Doing Very Well 
The Advisory Board, a Washington, DC based consulting firm, hosted an invitation only 
conference in July 2013 titled “The Future of the Medical Home.” Executives from eight large 
health systems across the country, including one of the Pioneer ACOs, came together to present 
their experience with the PCMH model and to discuss future plans and direction. One of the 
invited health systems was Roper St. Francis (Roper), a three-hospital, 644 bed, not-for-profit 
system based in Charleston, South Carolina. Roper has traditionally enjoyed strong financial 
performance and has maintained an investment grade rating with Standard and Poor’s and 
Moody’s for nine straight years. They employ 213 physicians and 45 nurse practitioners and 
physician assistants, and have an 800 physician medical staff (Bowling, 2013). The CEO, Mr. 
Doug Bowling, started the day by presenting Roper’s consideration of PCMH model 
implementation and the risks associated with proceeding. His presentation was titled “Medical 
Homes – The Cost of Doing Very Well”. Roper’s financial arrangements with insurance 
companies still favor volume; the more care they provide, the more they get paid. Mr. Bowling is 
trying to balance the preservation of his financial performance with the inevitable declines in 
hospital volumes that result in proper Medical Home model implementation. Roper’s experience 
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with Palmetto Primary Care has caused them to be less concerned with how to transition to the 
medical home model than if and when they should transition to the model.   
Palmetto Primary Care Physicians, based in Charleston, South Carolina, is an 
independent group of more than 70 physicians, all of whom are part of Roper’s medical staff. 
Forty of Palmetto’s physicians participated in a three year pilot project with a commercial payer 
to implement Medical Home principles with a focus on diabetes (Bowling, 2013). The group 
received $10 per member per month (PMPM) to pay for care coordination for each diabetic 
patient who used a Palmetto Primary Care physician as their doctor. The group had 1,800 
diabetic patients assigned to them, and the monthly care coordination fee paid to them was 
$180,000. This amounts to an average of $54,000 per physician each year, an important part of 
the practice’s financial health. In the first year, the pilot resulted in a reduction of $3.1 million in 
healthcare spending, most of which impacted Roper’s revenue. Encouraged by the success of the 
pilot, Palmetto Primary Care expanded the PCMH activities across multiple payers to include 
diabetes, hypertension, chronic obstructive pulmonary disease, cancer, and congestive heart 
failure. Roper St. Francis has seen their net revenue decrease by more than $15 million due to the 
medical home efforts of Palmetto Primary Care (Bowling, 2013).  
In the scenario described by Bowling, everybody benefits except the health system that 
lost the opportunity to provide hospital and ancillary services and garner that profit. This has 
caused Roper to conclude that they will not implement the Medical Home model in the physician 
practices that they own because they are not prepared to face the challenges a further degradation 
in their financial performance will bring. Absent significant contract changes with commercial 
payers that will allow Roper to receive a portion of what is saved, Roper decided to forego 
implementing PCMH (Bowling, 2013). Many of the other conference participants echoed 
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concern for the health system risks of moving too quickly in implementing PCMH. Whether or 
not the outcomes of PCMH are considered helpful or harmful is largely a function of how an 
entity benefits financially. Bowling’s presentation ended with the rhetorical question “As an 
integrated healthcare system… can we afford to do what is right?” This is a question that is being 
asked, in one form or another, in health system and hospital boardrooms across the country, but 
few are talking about it openly. The intimacy of the small gathering at the Advisory Board 
conference provided a safe forum for discussion and debate, but nothing can be found in the 
literature from those who are stopping or slowing PCMH implementation due to protection of the 
status quo.  
Large hospital systems face significant financial pressures. These hospital systems are 
buying primary care practices and leading the trend toward the existence of fewer and fewer 
independent physician practices. As these health systems continue to acquire primary care 
practices they will have influence over the physicians as an employer that they did not have 
when the physicians were independent hospital medical staff. That influence will allow them to 
exercise control over if, how, and when the PCMH model is implemented. The first year 
financial outcomes from the Pioneer ACO project have been less than promising, and will likely 
cause systems less experienced than the Pioneer ACO participants in care coordination and 
assumption of risk to question the wisdom of rapid PCMH adoption. This portends less societal 
benefit from the broad implementation of the PCMH model of care.  
There are two factors that will ameliorate these issues – payment reform, and the 
potential for strong physician leadership and the evolution of leadership from hospital 
executives. Payment reform is critical because people do what they have a financial incentive to 
do, and the pace and depth of payment reform will affect the desire of hospital systems to adopt 
	   	   26	  
	  
the PCMH model of care. Physician leadership is critical because physicians control a majority 
of healthcare spending, and they are in the best position to understand what is needed for optimal 
patient care. Patients should have no stronger advocate for what is best for them individually and 
collectively than their physician. Hospital executives must evolve their leadership styles to 
include physicians, and to very clearly define their values, mission, and vision. 
Physician Willingness to Lead 
There are many examples throughout history where physicians resisted change to 
preserve the status quo, and abdicated responsibility for addressing issues facing the U.S. 
healthcare system to others less qualified to lead (Starr, 1982). The clinical decisions physicians 
make account for 80% of healthcare spending (Goodman & Norbeck, 2013), and physicians 
should be at the forefront of deciding how best to achieve optimal outcomes for patients for the 
lowest cost. The multi-faceted problems of the U.S. healthcare system require a coordinated 
effort from many stakeholders, but it is imperative that physicians are the driver of that change 
(Burns & Pauly, 2012; Emanuel & Steinmetz, 2013). Physicians must see that they are 
responsible for doing so, and physicians who historically practiced in the small primary care 
practices that are now being bought by hospitals must evaluate and evolve their mental models 
for why their practices exist.   
Physicians must be mentally prepared to lead if the PCMH model of care is to be more 
broadly implemented and properly evaluated. Two recently published studies give insight into 
what physicians are currently thinking and feeling.  
Tilburt et al. (2013) conducted a large cross-sectional study to understand physician 
attitudes toward various cost control measures and their role in cost containment. The findings 
suggest that in the face of all the uncertainty in the evolving U.S. healthcare landscape, 
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the role of PCMH, physicians seem willing to preserve the status quo, assign blame, and abdicate 
responsibility. Physicians report that doctors bear a disproportionately low degree of 
responsibility for controlling healthcare costs. They report that lawyers (60%), insurance 
companies (59%), drug and device manufacturers (56%), hospitals (56%), and patients (52%) 
bear the most responsibility. Only about a third of the doctors surveyed thought that individual 
practicing physicians bear that same major responsibility (Tilburt et al., 2013). This attitude can 
be construed as a denial of responsibility (Emanuel & Steinmetz, 2013). Leadership and 
acceptance of responsibility and accountability cannot be separated (Kelly, 2011).  
The Merritt Hawkins report (2012) summarizes the results of one of the largest physician 
surveys ever undertaken in the U.S. The sample size of 13,575 physician respondents is 
statistically powerful and provides insight into the current morale of physicians, their sense of 
self-efficacy, their feelings about hospital employment and the ACA, and their opinion of 
medical homes. The results suggest that the majority of physicians believe they have little ability 
to affect changes to the current healthcare system or to affect its overall direction. Practice 
owners felt more powerless than employed physicians, and that may be another factor driving 
consolidation of physician practices by hospitals. Most physicians also expressed pessimism 
about how the ACA will affect the future of healthcare in America. Most physicians, regardless 
of specialty, do not believe that ACOs or medical homes are likely to increase quality and reduce 
cost. Many physicians are still unsure about the structure and purpose of medical homes. Most 
physicians are embracing hospital employment as a means to stabilize their incomes and reduce 
their administrative burdens.  
In general, physicians sell their practices to hospitals to stabilize their income, not for the 
opportunity to promote change. This collective attitude does not bode well for strong physician 
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leadership to cause widespread PCMH adoption. Physicians participating in these models will be 
expected to significantly restructure how they practiced medicine in their small independent 
office. They will be expected to accept new methods of payment for their services. The fact that 
the majority of physicians do not view ACOs and medical homes favorably underscores the 
uncertainty of the PCMH model of care. Table 3.1 shows a summary of key survey responses.  
Hospital Employment as Leadership Platform 
Hospital integration of small independent practices does not guarantee that physicians 
will recognize the influence they have over the issues facing the U.S. healthcare system, and 
their responsibility to act accordingly. It does not guarantee that they will change long ingrained 
habits and suddenly become the team players that an integrated delivery system requires. The 
current culture of most small primary care practices is not compatible with changes that are 
required in adoption of the PCMH model of care, and culture does not change just because 
employment relationships do. According to Nutting, Crabtree, & McDaniel (2012), small 
practices have traditionally displayed characteristics that are unlike the characteristics of those 
found in groups with long affiliations in large integrated systems. They are physician-centric; the 
physicians in these small practices lack a common vision, and authoritative leadership behaviors 
abound. These physician practices were generally set up to allow the physicians to see as many 
patients as possible to maximize physician compensation in the fee-for-service world. Patient 
flow and physician efficiency were the major guiding principles for defining work and practice 
design. This type of system manages patient flow, not patient health, and this is anathema to the 
PCMH model of care (Nutting et al., 2012).  
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TABLE 3.1 
KEY RESPONSES FROM MERRITT HAWKINS SURVEY 
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Source: The Physicians Foundation by Merritt Hawkins (2012) 
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Redesigning a primary care practice around the tenets of PCMH is challenging, and 
requires strong physician leadership that may be absent in small practices (Nutting et al., 2009). 
The characteristics described above are so entrenched in physician mental models and practice 
culture that, even though they are purchased by hospitals and, in theory, should be seeing 
themselves as part of larger systems, behaviors will not change without concerted physician and 
hospital executive leadership efforts to do so (Nutting et al., 2012). These small physician 
practices require leadership to move beyond doing the same things better to continually finding 
better things to do (Sollecito, 2012).   
Physicians need to embrace a broader vision of meeting the needs of patients if the 
promise of PCMH is to be realized. To benefit in the fee-for-service model, primary care 
physicians traditionally set up their practices to take care of patients when they became ill. The 
broader vision of primary care in the PCMH model requires leadership to transform to a practice 
and culture that understands that the majority of visits should be for patients with complex 
conditions. Many patients in primary care practices have multiple chronic illnesses or mental 
health needs, not simple acute conditions the practices can handle easily. This requires an 
evolving understanding of the physicians’ role as part of an expanded team of professionals, each 
working to the top of their license and ability. The task of primary care has become much more 
complicated since its reemergence in the U.S. in the 1960s when the majority of patient visits 
were for relatively simple acute conditions, the prescribing options were limited, and most 
cancer patients had limited life expectancy (Starr, 1982). This has changed as public health gains 
have changed the collective focus from acute to chronic conditions (Turnock, 2012). An 
individual physician can no longer provide all of the care required by the evolving expectations 
of the PCMH model, and physicians must see themselves as a key member of the team, not the 
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sole proprietor for whom the employees work. Physicians must adopt a different shared vision of 
the work they do. Instead of seeing their practices existing to process patient visits, physicians 
need to see their practices as organizations that use an expanded set of skills to meet the needs 
and preferences of their patients (Nutting et al., 2012). Figure 3.3 indicates the change of chronic 
disease prevalence over time. 
In summary, small, independent primary care practices are being acquired by hospital 
systems at a rapid rate. The physicians who own these practices are generally selling their 
practices with the hope of preserving the status quo, and do not think they have the opportunity 
or responsibility to affect the degree of change that is necessary for broad implementation of the 
PCMH model. The hospitals acquiring these practices face increasing financial pressures, and 
hospital leaders need to decide if, when, and how deeply to implement the PCMH model. PCMH 
is a basic underpinning of ACOs, and hospital leaders will consider the weak first year Pioneer 
ACO results when deciding how to proceed. A new model is necessary if broad adoption of the 
PCMH model of care is to be achieved. 
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FIGURE 3.3 
PREVALENCE OF CHRONIC DISEASE OVER TIME 
	  
	  
Source: Centers for Disease Control & Prevention (2012) 
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CHAPTER IV 
PROPOSAL OF A NEW MODEL 
 
The challenges of the U.S. healthcare system require an entirely new way of thinking 
about the provision of primary care services. Rather than focus on the idea that a primary care 
practice is set up to process patient visits and maximize the physician’s income, physicians must 
shift their mindset to envision a world in which the practice is integrated well into a larger 
system that brings expanded resources to bear for the patients’ benefit and convenience. The 
hospital leaders acquiring primary care practices need a leadership framework for making 
challenging decisions that moves their thinking beyond preservation of their operating margins in 
the face of weakening financial results. Hospital leaders also need a clear business case for 
PCMH. Payment reform and Values-Based leadership are necessary components of this as an 
impetus to facilitate the new mental model.   
Payment Reform 
 The principles outlined in the definitions of PCMH are not grounding breaking 
revelations. The PCMH model of care was introduced in the late 1960s but did not gain traction 
until now because there has never been a financial incentive for providers to do so. People do 
what they have a financial incentive to do, and implementing the PCMH model of care in a pure 
fee-for-service environment does not make financial sense. Policy makers have agreed since the 
late 1960s that the fundamental problem with the U.S. healthcare fee-for-service payment 
mechanism is that providers are paid more for doing more, and have no financial incentive to 
consider the appropriateness or value of those services (Ball, 1973). Economic theory suggests 
that payment reform with appropriate incentives will result in providers being concerned about 
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value, not volume (Landon, Gill, Antonelli, & Rich, 2010). The U.S. system that pays for 
healthcare often creates problems for the people it intends to help, and creates conflict with the 
basic human desire to care for patients in the best possible way. Values can become confused. 
Dr. Paul Grundy was very frank about this when he said, “… the rewards system in healthcare is 
so convoluted that people become opportunities to make money. Somewhere in that we lose the 
humanity” (Anderson, 2014, p. 47).  
Policy makers need to consider the waste created by financing healthcare through myriad 
insurance companies, many of which are for-profit. This waste provides an opportunity to 
reallocate resources to give hospitals and doctors the proper financial incentive they need to 
implement PCMH. The U.S. healthcare system is the only system in the world that allows 
insurance companies to play a significant role in the financing and provision of healthcare 
(Clifton, 2009). Doctors and hospitals must complete a different set of forms for each insurer, 
and the insurers pose a series of barriers before they will pay for the services rendered. This 
creates waste that is not seen in other systems, estimated to be in excess of $350 billion annually 
(PNHP Research, 2003). It is estimated that the U.S. spends almost $1,100 per capita on 
administrative costs across all facets of the healthcare industry, which is 31% of healthcare 
spending (Woolhandler, Campbell, & Himmelstein, 2003). According to a California study, just 
the administrative functions an insurer provides consumes 21% of every private health insurance 
dollar, 13% is spent on insurer general overhead, leaving only 66% for medical care (Kahn, 
Fronick, & Kreger, 2005). Table 4.1 shows 2001 data that suggest that U.S. health insurers 
employ as many as 35 employees per 10,000 plan enrollees. That data should be compared to the 
1.4 employees per 10,000 enrollees in Canada’s single payer system. This is incredible expense 
with questionable value (Clifton, 2009). 
	   	   37	  
	  
TABLE 4.1 
HEALTH INSURANCE EMPLOYEE OVERHEAD 
	  
 
 
Source: Kahn, Fronick, & Kreger (2005) 
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The ACA takes a step toward addressing these issues by mandating that insurers in the 
large group market pay out at least 85% of what is collected in insurance premiums for the 
provision of healthcare, or provide a rebate to policyholders. In August 2012, about 12.8 million 
customers were owed more than $1.1 billion in rebates (Kirchhoff & Mulvey, 2012). While these 
minimum requirements are a step in the right direction, wholesale elimination of the waste 
described above is not likely. Most of the payment reform discussed as incentive for health 
systems to implement the PCMH model of care revolves around incremental change that 
happens in stepwise fashion, as depicted in Figure 4.1. This type of incremental change starts 
with a modification of the fee-for-service system that includes payment for a certain level of 
PCMH model implementation, and migrates toward greater risk for episodes of care, and 
ultimately arrives at full insurance risk for the provision of healthcare services for large groups 
of people.  
The problem with this type of approach is that hospital systems need to see enough 
financial upside to give them the incentive to implement the PCMH model of care in the 
practices they acquire. If meaningful payment reform does not come quickly, hospital executives 
will have a strong incentive to protect the status quo. They will be financially rewarded for 
slowing the PCMH model of care and its potential to reduce profitable hospital services in the 
fee-for-service environment.  Policy makers must understand this fundamental truth, and look to 
the billions of dollars wasted annually by insurance companies as a potential opportunity to 
reallocate healthcare resources.  
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FIGURE 4.1 
PCMH PAYMENT REFORM OPTIONS 
	  
	  
Source: Nutting et al. (2012) 
 
	   	  
	   	   40	  
	  
Values-Based Leadership as a Way Forward 
 The PCMH model of care holds promise to refocus the efforts of primary care on the 
tenets of caring for the whole person and not just their illness, greater access to care, and 
coordination of care across the healthcare system. The PCMH model of care is a Values-Based, 
idealized state of care delivered to patients through their primary care office. Multiple factors 
threaten to slow deeper integration of the model of care, most of which are grounded in self-
interest. These factors can be ameliorated with strong leadership.  Some think it is impossible to 
be an effective leader in an arena such as healthcare without practicing Values-Based leadership 
(Peregrym & Wollf, 2013), which motivates medical staff and employees by connecting 
organizational goals to personal values.  
 Leadership is the core of what is needed if society is to benefit from the promise of 
PCMH. Leadership from physicians and hospital executives is critical as independent primary 
care practices are purchased by hospital systems (Goozner, 2012). Physicians must realize that 
they are in the best position to lead reform and ensure that they have the resources necessary to 
provide care to their patients that meets the purposes of PCMH. They cannot abdicate 
responsibility or authority to others.  Physicians formerly in private practice need to understand 
that the priorities they had as business owners of a practice are not the same priorities they must 
have in leading this change (Nutting et al., 2012). Success in the PCMH model has little 
resemblance to the do-more-get-paid-more model in which they formerly succeeded.  
 Past physician leadership approaches must adapt to the new environment if the PCMH 
model of care is going to evolve, survive, and thrive. The crisis in the U.S. healthcare system 
requires a new way of providing care that moves from sick care, where physicians and hospitals 
are paid for doing more, to providing care around the principles of PCMH. The ACA attempted 
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to codify those expectations with the creation of ACOs and the interplay with the PCMH model 
of care. The landscape has changed, and a new leadership mindset is needed for this level of 
transformational change. It is critical that Values-Based leadership transform the deeply 
engrained culture of hospitals, and the physicians formerly in private practice now joining the 
hospital payroll in greater and greater numbers.   
Values-Based Leadership Model 
 There are many leadership models and theories, but physicians and hospital executives 
are in a perfect position to lead in the Values-Based leadership model. Many of the barriers to 
greater PCMH implantation are grounded in the preservation of self-interest (hospitals wanting 
to maintain their dwindling profits, and physicians seeking the shelter of employment to preserve 
income), not necessarily to find a better way to serve the common good. Building a values driven 
organization requires a shift from a worldview that focuses on self interest, to a worldview that 
focuses on the common good (Badaracco, 1997). If done correctly, Values-Based leadership will 
move an organization from being primarily profit driven to an organization that measures 
success in terms of patient well being, health outcomes, patient preference, and stewardship of a 
community’s healthcare resources (Graber & Kilpatrick, 2008). The role of the hospital 
executive shifts from predominantly controlling to predominantly empowering. Physician 
leadership can thrive in this type of environment, and the principles of PCMH fit well in this type 
of mental model. Values are at the very heart of Values-Based leadership, and values are the 
underpinning of the tenets of PCMH.  
 Values-Based leadership creates value for the sake and benefit of others rather than 
seeking personal wealth and position in society. Individuals working in a Values-Based 
leadership model understand that it is important to know who they are as an individual, and to 
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bring that value to the organization in what they do in service to the organization. Leaders 
actively model behavior that gives life to the institutional values on a daily basis, and they bring 
transformational value to all stakeholders, including employees and patients.  Positional power as 
a physician or hospital executive is secondary in the Values-Based organization because the 
focus is on others, not self. Figure 4.2, developed by the leadership consulting firm TAI, 
provides good insight into what Values-Based leadership is and how it works. 
Values-Based leadership is grounded in the ethical calling of service (Piper, 2013). 
Healthcare is a business, but it is a business that would not exist if not grounded in the mission of 
serving others. People often refer to their privilege to work in a healthcare setting as a “calling” 
based in the humanistic desire to help those who are suffering.  Values-Based leadership starts 
with three essential questions surrounding values, mission, and vision:  
1. What do healthcare professionals believe in? 
2. Why are healthcare professionals here?  
3. In what direction should healthcare leaders lead? 
Values-Based leadership is, at its core, about ethical conduct; ethics in caring for people for a 
higher social purpose, and for discharging the responsibilities of leadership in a selfless way. The 
basic rule of physician professional conduct is to “not knowingly to do harm”, established more 
than 2400 years ago in the Hippocratic Oath (Piper, 2013, p. 230). Ethics is about doing what is 
right with equality and justice. Failure to act when a better way is known to serve the patient is 
unethical (Piper, 2011). What is needed from physician leaders and hospital executives today is 
an understanding of how to best deal with the ethical conflicts that arise when the question of 
how, when, and how deeply to implement PCMH is raised (Piper, 2007).  
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FIGURE 4.2 
VALUES-BASED LEADERSHIP SCHEMATIC 
	  
Source: TAI, Incorporated (2009) 
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Values-Based leadership is also about social responsibility, and the basic responsibility of 
hospitals and physicians is the social contract. Hospitals, and the physician practice of medicine, 
have evolved throughout U.S. history to serve the social contract. Medicine has evolved to 
reflect the evolution of our society (Starr, 1982). That social contract has changed, and leaders 
must adapt. These Values-Based leaders must be transformational, and must have the character, 
values, ethical qualities, and social responsibility to align the organization around the principles 
of PCMH.  Failure to lead selflessly, with a focus on what is best for patients and our community 
healthcare resources is a failure to meet the social contract and a failure of fiduciary 
responsibility.  
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CHAPTER V 
CONCLUSIONS 
 
	   Healthcare in the U.S. is in crisis. Too little is accomplished for the amount of money 
spent. The PCMH model of care holds promise to address much of what is wrong in the 
fragmented healthcare delivery system. Scholars may not fully understand what does and does 
not work in PCMH from an academic perspective, but the data from industry reports presented in 
Table 2.1 are impressive and undeniable. Some aspects of PCMH are working, and the U.S. 
needs to continue to implement and study the model if societal gain is to be experienced.  
Barriers 
Many significant barriers stand in the way of broad PCMH implementation. A major 
trend is hospital systems buying small, independent physician practices. These physician 
practices were set up in the fee-for-service reimbursement model where volume took precedence 
over the values espoused by the PCMH model. The practices have a low rate of PCMH 
implementation, so they are not medical homes when they are purchased by hospitals. If the 
PCMH model is going to thrive, it will have to be implemented broadly in hospital systems. This 
is like letting the proverbial fox in the hen house because when PCMH produces the outcomes 
detailed in Table 2.1, it generally does so at the expense of hospitals. These hospital systems 
experience weak financial margins that will be further challenged by continued downward 
pressure on their revenue. The heavy investment in physician practice acquisition and the 
infrastructure necessary to implement the PCMH model leaves little room for trial and error. 
Hospitals have an opportunity to participate in ACO activities and gain financially through 
shared savings from a reduction in their services, but this is an entirely new business model for 
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hospitals. They will look to the experience of the Pioneer ACO participants, who were selected 
by CMS for their demonstrated abilities with this business model, and will be discouraged.  The 
first year financial results of the Pioneer ACO pilot were poor, with nine of the thirty-two 
(28.1%) experienced hospital systems leaving the program after the first year. Given these 
factors, hospitals need to work through their ethical dilemma of if, when, and how deeply to 
implement the PCMH model. They must balance the new social contract created by the ACA 
with their desire to preserve the status quo in the best interest of their finances.   
Leadership 
Another barrier to broad PCMH implementation is a lack of physician leadership. 
Physicians generally do not think they have responsibility for fixing what is broken in the U.S. 
healthcare system, and seem willing to leave the responsibility for finding solutions to others, as 
long as they continue to benefit financially from the present model of care delivery.  They sell 
their practices to hospitals in an effort to preserve the status quo, not to assume a platform to lead 
reform, and to implement the values of PCMH. The data in Table 3.1 confirm this.  These factors 
threaten the collective opportunity to continue on the PCMH journey, and are grounded in the 
preservation of self-interest. 
Past leadership tendencies from hospital executives and physicians need to change if the 
PCMH model is to evolve, survive, and thrive through these challenges. The Values-Based 
leadership model is recommended because it can refocus attention away from a worldview that 
focuses on self-interest, to a worldview that focuses on the common good. This change in 
leadership mindset is necessary for leaders to move from doing the same things better, to doing 
better things.  
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Payment Reform 
Payment reform is recommended in order to give hospital systems a clear business case 
for doing what is right with their community’s healthcare resources in implementing PCMH. 
Policy makers can look to the incredible waste inherent in how the U.S. finances healthcare by 
permitting multiple insurance companies to exist that require significant overhead to run, and 
creates burdens to physicians and hospitals.  
In summary, the medical home model shows promise, and is a necessary tool for 
addressing the multi-faceted issues facing the U.S. healthcare system. The barriers to greater 
PCMH implementation, including hospital consolidation of physician practices, and physician 
willingness to lead, will be ameliorated by Values-Based leadership.  The barriers to PCMH 
implementation can be overcome with a straightforward business case for doing so. This will 
happen with significant payment reform.  
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